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E.O. 11652: N/A 
TAGS: GATT, ETRD 

SUB J : GATT COUNCIL DISCUSSION OF EXPORT INFLATION INSURANCE 
REF: (A) STATE 98683, (B) STATE 84067 

1 . AT APRIL 27 GATT COUNCIL, U.S. MADE STATEMENT ALONG LINES 
OF REFTEL (B) REMINDING OF OUR PREVIOUSLY STATED CONCERN 
OVER EXPORT INFLATION INSURANCE SCHEMES, DANGERS OF PROLIFERA- 
TION OF THIS MECHANISM, BELIEF THAT SUCH SCHEMES VIOLATE 
ARTICLE XVI OF GATT, AND NEED FOR NOTIFICATION OF ALL SUCH 
SCHEMES. WE WENT ON TO PROPOSE THAT GATT ESTABLISH WORKING 
PARTY WITH TERMS OF REF CITED IN GENEVA 3080 (NOTAL). 
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2. JAPAN SUPPORTED ESTABLISHMENT OF WORKING PARTY BUT SAID 
IT IMPORTANT AT THIS JUNCTURE KEEP FROM ENGAGING IN 
DISCUSSIONS WHICH WOULD PRE- JUDGE MTN DISCUSSIONS ON 
SUBSIDIES AND ADDED THAT IT WAS JAPAN'S UNDERSTANDING 
THAT ALTHOUGH THE PROPOSED U.S. TERMS OF REFERENCE 
CONTAIN REFERENCE TO "THEIR IMPACT ON INTERNATIONAL 
TRADE," IT WOULD NOT BE THE INTENTION OF THE WP TO 
DISCUSS SUBSIDY PROBLEMS FROM THE VIEWPOINT OF THE TRADE 
DISTORTING EFFECTS OF SUBSIDIES. 

3. SWEDEN SAID THEY SHARE CONCERNS ABOUT EXPORT INFLA- 
TION INSURANCE, RESULTING DISTORTIONS, NEED TO AVOID PROLIFERA- 
TION OF THIS DEVICE AND DESIRABILITY OF DISMANTLING 
EXISTING SCHEMES. SWEDEN, THEREFORE, WOULD SUPPORT 

WP AND WOULD ACTIVELY PARTICIPATE IN IT. CANADA SAID 
EXPORT INFLATION INSURANCE SCHEMES ILLEGAL UNDER 
ARTICLE XVI, ARE SELF-DEFEATING AND THEREFORE SUPPORTED 
WP FORMATION AND AGREED TO PARTICIPATE IN WP. 

NORWAY ADDED THEY TOO WORRIED ABOUT EFFECTS.. PROLIFERA- 
TION, RESULTING VICIOUS CIRCLE, AND SAID THEY WOULD 
SUPPORT FORMATION OF WP AND TAKE PART IN ITS WORK. 

4. SWITZERLAND SAID THEY DID NOT KNOW MUCH ABOUT THIS 
FIELD, FELT IT NECESSARY ENGAGE IN FACT FINDING, SAID 
THEY UNABLE MAKE JUDGMENTS ABOUT GATT CONSISTENCY OF 
SCHEMES BUT FELT SCHEMES COULD ENCOURAGE INFLATION 
WHICH SWITZERLAND DOES NOT LIKE. THEY SAID WP IS INTER- 
ESTING IDEA BUT IT IMPORTANT CAREFULLY EXAMINE TERMS OF 
REFERENCE BEFORE DECIDING WHETHER ESTABLISH WP. 

5. EC SAID SWISS STATEMENT INDICATES NEED FOR REFLECTION 
ON U.S. WP PROPOSAL, SAID EC COULD NOT REACT FOR 
MOMENT BUT ONLY NOTE PROPOSAL, WHICH SHOULD BE STUDIED 
CAREFULLY. EC SAID CONTEXT OF EXAMINATION, TERMS OF 
REFERENCE, AND ESPECIALLY FRAMEWORK IN WHICH DISCUSSIONS 
TAKE PLACE, AS WELL AS MAKEUP OF ANY WP - I.E., WHETHER 
THERE ARE GOVERNMENT REPRESENTATIVES ON WP - DESERVE 
CAREFUL CONSIDERATION. 

6. U.S. THEN RESPONDED ALONG LINES OF REFTEL (A) TO 
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EFFECT THAT WE DID NOT WANT TO SEE WP FORMATION DELAYED 
BUT COULD UNDERSTAND NEED FOR EC REFLECTION AND COULD 
AGREE TO REVERSION TO ISSUE AT VERY NEXT REPEAT NEXT 
COUNCIL MEETING. DALE 
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